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Oo«alraUMC««ml 
of  tte  UUlt4  Saitf 


Tbe  Preaideot  die  S€nate 

Tbe  Speaker  of  die  HoBse  of  re Beatttrves 


Tbe  r^xm  addressee  die  maiorperfoimance  and 
MoooBBbibl;  challengea  fiaongthe  Depardneil  of 
BducsOon  as  it  seeks  to  ensure  e«|iis]  scccoo  lo 
edocsOon  and  to  promote  educsQonal  exeeUemce 
throughout  the  nadoa  It  inclodee  a  sununary  of  scQora 
that  Bdocaioo  haa  taksn  and  that  are  tmdei  way  to 
addreaa  these  challen|ea>  It  also  oullinea  further  actlona 
that  GAO  bebevea  are  needed  Hus  analysis  diould  help 
the  new  Congreea  sdramistntaoo  carry  out  their 

reeponslbiljtiee  'mf<  mprove  govemroent  focthebeiefll 
of  the  American  pecgile. 


This  report  IS  part  ofa  apedal  eenea,  ueued  in 

Janosiy  1999,  eoaded  the  PerforutiDce  and 
AocotsiCabiUySenes  Jf^or  AfanageoienrCJial/Hi^as 
aotf  Prvgraa  Aiafs.  Id  that  eeriea,  GAO  advised  the 
Congtese  that  it  planned  to  reaaaeas  the  methodologiee 
and  cotena  need  to  detenniDe  wtnrti  federal 
goveiTUDenl  operatuma  and  fanAona  should  be 
highlighted  and  wtcrti  should  be  iksignated  as  “higi 
risk'  GAO  completied  Che  aasessuieot,  considered 
commsiB  provided  on  a  publicly  avaflable  spostue 
draft,  Slid  published  ila  goidanre  documeot, 
DetenamiDgPerfannaaceaDdAccotmtibtli^ 
OiaBsig^  and  High  Itisks  COA041M&9SFX  m 
November  2000. 

This  2001  Perfbnnaaoe  and  Aocountabih^  Series 
contains  separate  reports  oo  21  agenoee — coverbtg 
eaA  cabinet  department,  most  maior  mdependeot 
agenoee,  snd  the  US,  Postal  Service.  The  senes 
includes  a  govemmentwide  peispeilive  oo  performance 


»sm8 
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wd  fninftgeneni  Ailton^M  Acroesthe  fedenl 
goTCiTunenL  As  &  companies)  Toluma  to  this  astiea,  QAO 
IS  tssuoif  an  updats  on  Khoas  fovemmsnt  cpsrsticms 
and  progreros  t)m  its  vorfc  idamafiad  as  'hi^  risk* 
bacsee  of  eithsi  ilteii  pastar  vulnaralnhtiae  to  wasi«, 
fraud,  ab«(9«,  and  misinanagameiil  or  m^joi  challenges 
aasonsted  with  then  eemomy,  aCficien^,  or 
eSacih'aveas. 


David  M.  Walfcet 
ConqMroUer  Oeoeral 
of  the  United  Stsee 
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Overview 


Afncckstannkeducwioo  m  •  top  nanonalpdonly  IIm 
Depirsnonl  of  Eductton  CEdiicaoon}  is  tl>e  prunarj 
agen^respcriBiblfi  focov«ise*in|  theiovBAmentofthe 
federal  goveirunenl  in  mpport  of  U  S  educaCon. 
Hgwsw,  with  a  budget  of  $3$  tnllion  par  yeac 
Education  providee  a  snail  porticet-^bcul  7 
percent— of  the  rceouireouswifoc  etenientai?  and 
aocondary  educsioa.  State  and  local  agenciea  are 
reeponable  for  elementary  swi  secondary  education, 
and  Educatiw  st^iporta  and  encosr^es  (hetreffortaio 
promote  educational  excellence.  In  addiOon,  through  a 
combmation  of  due^  loans  and  guaranteea  of  pnvata 
sector  loans  to  students  and  their  parents,  as  well  as 
through  giants.  Education  provides  bilhcets  of  doUara  of 
financial  aid  for  postsec ondaiy  education.  7b  achieve  its 
fiuasion  and  improve  dts  management  of  its  programs, 
EducsBon  has  established  several  strategic  goals'  (1)  to 
ensure  access  to  postsecondary  edocsoon  aiMl  lifalcmg 
learning,  (2)  to  help  aO  children  reach  Aallenging 
academic  starMlards,  (3)  to  build  e  solid  fourMlatum  of 
learning  focellchildien,  and  (4}to  mals  Education  a 
highperfomung  agem?  However,  to  achieve  these 
goals,  the  Department  musi  ways  to  meet  sevaral 

peiforniance  and  accoontabilKy  challenges. 
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•  Emn  aftM  l9  pMtiMrd^MMta 
vyrMMVV  oc  ifaiMI  M 
pftpgrtM  bj  friuft  viM  ^fttK  M 


•  id^pran  ptrt&frwcj 

MDmMTi  M  UpQMB  MMI  MEliiOfM 

yM  to  MM  m  «#  ftl  MMn 

eMMOto0  iMMeatoMMi 


•  EtoMdto  ODMtoOori  M  tfM  MittJ 
•foaidte  M  idM  MMi  to  Mp  biJB  i 
4M  buMawi  or  tomr^  far  il  MMA 

•  mpfMfr^ardai  MMftoTMtoMp  M9  a 
hiQivfaftoETtoto 


P<^^al  Financi^  lb  eneuR  access  co  ponsccondary  educatioa  acd 

Aid  lifdoDgleannng,  Educa&onadDmusters  federal  grant 

and  loso  programs  that  belp  finaoce  the  higher 
edocsooo  of  imUiona  of  studeua  AnnuaHj,  these 
sQdeot  finaoaal  aid  programs  pronde  more  Qian  l&O 
biUioo  in  (edeialkiana  aodgraota  WUe  these  programs 
hare  been  euccesefOl  in  providing  andentawTih  access 
to  roMie;  for  pcsesecondaij  education,  they  have  bees 
lessuccesefOlin  proCectiog  the  financial  interests  of  the 
federal  goveinnienl  and  U  8  aapsyeia  AIQiough  Qis 
eoideot  K«n  default  rate  had  tkclsed  to  6.9  p^eni  in 
fiacal  year  1998,  snidefn  loan  defaults  sQll  cost  the 
federal  goeemoient  tnllioQS  of  dollars  eaA  yesF — 

^L3  billioa  IS  fiscal  year  1899  alone  »"«<  mesa  than 


haceT 
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ObilbcninilkelAsi  lOyesv' lo  AtUtoon,  wiib  Uw 
excepOon  of  fiscal  year  1997,  Education  haa  not 
rocotved  an  nru^uabfiod— n  'cIoob* — opinion  wi  iB 
Wniwifli  atatamsfMa  dnco  iB  first  a^ucywide  audit  in 
199&  Since  1990.  ve  l«ve  coiwdeied  EdocatianB 
aoident  ftnanoal  aid  proprarna  s  high  foe  fraud, 
waSe,  abuae,  or  nusmanagenunt 

Tlieee  pro  grama  today  confimieto  be  at  nA  piunanly 
becaiBe  Education  lacta  die  finanoal  and  management 
infonnaooo  needed  to  manage  these  programs 
efiecih'ely  '»»(<  dte  intemal  comrola  needed  to  ruaintaui 
the  uSegrity  of  dietr  cperabcets  For  example,  because 
Education  did  not  prcgierty  account  for  and  analyse 
transactions  for  fie  gaaraoteed  scudeocloan  program  or 
properly  reconcile  related  accounting  and  budgetary 
accoiDB,  Edocation  could  not  be  assured  that  iB 
financial  or  budgetary  rapojB  were  accurate  In 
addiCcev  ccsitinuad  waalmesaea  m  information  ajatarua 
controls  increase  the  nak  of  dieruptaon  m  aeracea  '■"ff 
make  Edncaticeia  loan  vulnerable  to  anauthtfBBd 
access,  mathanent  or  deliberate  nusuee,  trauduleni  use. 
improper  disclosure,  or  destnerdon.  all  of  which  could 
occur  without  detecQon. 

Bee  see  of  these  condibona.  in  June  20CD,  GAO 
concluded  that  BdiKSion  met  conOnue  to  improve  its 
abilily  to  protect  U.S.  Bipayers  from  bonoweis  who  fail 
to  rueet  dieii  obligaOona  to  repay  Iheo  federal  student 
loans  and  reduce  the  vulnerability  of  these  pfogrsms  to 
fraud,  waste,  abuse,  and  nuaraanaganient  Also  in  June 
2000,  ire  reported  that  EducaOceih  1999  pedofTuance 
report  and  fiscal  year  2001  performance  plan  haia  no 
goals  or  objectives  that  directly  address  the  reduction  of 
fraud,  waste,  and  error  m  student  aasisiance  programs 
We  conebdad  Education  should  include  in  these 

ecBeh  cow  my  hit  ftem  fteotwedSum^f^lIwUmiof 
fieweudr  eAiBid  STMUM 
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plans  tneasorea  (o  unpro^  the  man^aotsm  aixl 
oveisiglM  of  these  progrania  After  we  issued  our  repon, 
EducsBon  leeiaed  its  strategic  plaa  to  include  a 
peifonnance  obiective  of  unprowig  the  integrtt;  of  the 
fijiancial  aid  progrsm  For  that  otgective,  (he 
Depanmenl  ideinified  a  number  of  aliiiegiee  duE  have 
(he  potenlial  to  address  ourcoacefTia,BuchaainCTeaaing 
oversigIM  eSons,  cceWmuiag  to  work  on  (he  {eas&nlfry  of 
matching  appUcstionand  (axdAa,  and  demonstiBting 
enhanced  finandal  managemenL  In  addidoo,  in  the  last 
4  &cal  Tears  (1997  through  2000),  EdDcaOcn'e  Office  of 
Inspector  General  (OIQ)  t^iened  1,030  fraud 
invescgalive  cases  and  achieved  737  cloeures,  including 
263  comictioiis.^ 


bnp  roving 
ChUdrenis 
Education 


Sate  and  local  pre^amfleDbiblT  and  luntaQ  one  m 
EducaBonk  research  and  evalua&on  have  made  ic 
diffrcuU  for  (he  Department  to  gather  miamaBon  about 
ootcomea  in  elemenary  and  secaidary  sdittsion 
pre^ama  education  must  address  these  challenges  to 
achieve  die  goal  of  assessing  how  well  all  ctnldren  reaA 
diaQengmg  academic  standards  b;  encouraging 
to  improve  performance  mioonatice)  and  by  upgrading 
faderal  evaluations. 


In  pursuing  this  goal.  EducaBcei  must  confijoially 
balance  state  and  local  ^enoas'  need  for  program 
Qeaibilr^  with  ia  own  need  for  information  about  these 
pro^ama  to  ensure  accountabilr^.  CoUscBng 
comparable  infomisdon  on  the  outcomes  of  elementeiy 
and  seccewiarT  education  programs  is  difficult  because 


Tmrl^ifr  arr  nmnt  ^“i  iMn  mmrl  rlM 

f*tldu4  ■!  filM  ttl  ■lllllBI  III  Mlllrf-lTMIIVM  AA  lAfwMMA  !■  « 

loiwui  ovoraf <hwBC  nade  M  a  piMecuW)  vVbMi  t  pvadro 
■  USHULlll 


6A041«a45  BdocjBo  CaalU«M 


ante  sid  locil  are  prunArilr  reflponobk  foe 

these  prognma  and  Asies  have  much  flpnhrity  in  how 
federal  funds  are  used  'mrf  wiial  mtoniialion  is  reported 
As  a  result,  b  IS  difficult  to  fom  a  natuBial  picture  u^B 
the  intoinialion  available  Departrasnt-sponsoied 
program  evaluations  could  provide  another  source  of 
infonnatioa  aboul  CducstuMia  programs,  bul  our 
reviews  of  several  evaluaiorts  indiceted  the  quabi? 

of  evaluafion  dea^is  aid  the  nsetulness  of  svahiabcet 
infonDSTioa  vary  For  example,  EdocationB  evaloeOon 
of  the  Upverd  program  used  s  rigorous  design 

tha  yielded  rahabls,  valid  laetul  infonnaticm  about 

the  e£fe^  of  the  program.  However,  its  ongoing  naional 
evaluation  of  Otis  I,  EducstionB  largea  elementary  and 
secondary  sdiKmon  program — funded  a 
(7.9  bilhon — hasevanetyoftschiucalproblefns.  sucha 
the  use  of  asm  all,  nonrapreaentsove  aan^ile  andthe 
absence  of  e  con^ianson  groi^,  which  will  limit  la 
usefulness  in  asseaang  UleL  education  retoira.  or 
instructional  praAicea  We  conctuded  that  agreement  on 
the  purpose  of  the  study  is  needed  before  researchers 
nn  develop  an  sdsguste  study  design 

Tb  help  Astee  improve  the  gosbty  of  state  student 
iniiiiiiiiiin  dais  arvi  meet  a  federal  mandste  to  report 
these  data  by  an  categonea  of  children,  in  June  2000, 
QAO  lecommanded  »hai  CduceOon  ccsiduct  sdditionsl 
setTvibee  to  faabiste  the  odiange  of  informadon 
among  siatea  and  inqirove  the  qualr^,  timelineee.  and 
apenfiofiy  of  staK  aaseasDieni  data  These  activities 
could  help  the  Congress  and  state  dsctswamaliera 
determine  the  extent  to  which  various  groups  of 
duldren,  including  those  who  are  economically 
disadvantaged,  are  readiing  state  standanfa  Bducsion 
is  conaidenng  options  so  sccompliah  this.  We  also 
recommended  that  EdiKaaon  implement  a ddnional 
measures  to  inqirove  research  on  the  eftecCveiiese  of 
qiecific  services  provided  under  title  L  Education 
agreed  with  this  recommendadon  and  stated  that  it  will 
initiate  these  acCvftiee  in  developing  ita  next  die  ( 
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gvaJuaoon  plaru  Funtm,  in  Octotoi  1999,  we 
reconunefkied  Ihji  E4uciBon  inclwie  la  ita  reseaich  aixl 
evaluaiKB  plana  studies  that  measure  the  outconies  of 
(he  migranl  educalw>n  progren  (o  detemune  the  ertent 
to  wiuch  hinds  are  helpmf  migrsiU  children  reach 
diaUengmg  academic  staiMlards.  In  napoiioe,  EdiKnon 
tiaa  uifiaawd  a  study  to  aaseaB  the  feasibility  of  includuig 
a  ^eoal  sample  of  rnigrenl  children  as  part  of  the  2002 
National  Aaseasmeni  of  Educahcsial  Process 


Interagency 

Coonmtalion 


TbbmldasoQiidfoQiidation  foe  learning,  EdiKS&on  has 
to  coofdinate  with  other  agencies  to  help  ensure  »ha» 
duldren  recerve  needed  services  Although  EdiuaBon 
has  primsry  reqKmsUnlf^  for  adBunisteruig  the  federal 
investment  in  Bducatioii.  other  federal  agencies  may 
fund  many  of  the  service^  for  eample,  Health  'mri 
Humaa  Servicea  CHUS)  funds  la  billion  of  the  $9  billion 
federal  investmeni  in  early  educaticsi  and  child  care 
In^toriamly,  education  is  pnmanly  a  state  and  local 
reeponabihty  in  fits  United  Satea.  Aa  a  result, 
Education  must  ccxirdiaBe  with  statea  and  local 
agenoea  and  other  federal  agenciea  to  improve  the 
services  childran  receive  and  reduce  the  chance 
duldran  face  m)e  in  service  For  exsn^ile,  m  several 
recent  scudies,  we  identified  early  educsQcst  and 
migrant  educatioa  aa  two  areas  where  EdiKS&on  could 
improve  cooidinatioB  to  better  serve  childreik 


Although  Educaoon  admousceo  many  of  the  29 
programa  specifically  auihorued  to  provide  early 
duldhood  educadoB  '»»(<  care  as  a  primary  purpose, 
HHS  funds  almost  90  perceBt  of  the  federal  urvestment 
m  early  childhood  care  and  educatim  For  exanqile, 
HHSadfiuBisteraHeadStart.  thelargest  tederel  early 
duldhood  educadoB  program  In  March  1999,  we 
pointed  out  aldsough  EducSion  said  it  plaroed  to 

coordinate  with  other  agencies,  particularly  HHS,  it  did 
iut  desedbe  in  detail  how  it  would  do  so.  In  response  to 
our  work  in  dna  area,  Education  and  HHS  offlciala  have 


?«se  11 
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coDjtNDcaKKl  u>  ahir»d  outcc^ne  irubcaiixa  «nd 

measnrea  for  preschool^ged  children  served  by  iiil«l 
end  Head  SGrC  however  it  is  too  soon  to  determine  if 
these  acCvtcee  will  resnll  in  in^iroved  eervuee  for 
duldrETL 

Coontnadoo  iinong  egoacws  end  schools  la  ebo  otocel 
to  ensure  thet  ctnldren  of  mi$rant  eproiltml 
workos — many  of  whom  are  sc  high  risk  oi  educed  onal 
failure  eiMl  need  services  from  multiple 
egencKa  continue  to  receive  epprcpnateaervicee 
when  they  move  from  one  school  to  soother  We 
reported  in  October  1999  that  differences  bi  CducataonS 
and  UBS'  elipbihty  regniremema  for  programs  targeting 
migrant  children  create  service  gaps  and  recommended 
that  EIHS  harmonise  la  definition  of  migrant  children 
with  EdiKSion's  to  help  cloee  these  We  also 
concluded  that  gaps  in  coordmaOcet  between  school 
discricB  could  dian^t  services  tor  migrant  childrefi 
Sncb  disnqAona  include  erasing  delaye  m  providiog 
needed  aervoces  or  causing  childran  to  receive 
uraecoseary  repeated  onmumastions  so  meet  school 
registration  requuements  when  the  distneb  receiving 
the  children  <fo  not  have  the  ctnldrenb  records  or 
informaaon  about  whom  to  contsCT  for  records.  1b 
coirect  this  problem,  we  recommaided  n»at  EducstioB 
work  with  sates  to  develop  nsdanwide  systems  to 
tranani  eaenCsl  bifotwtsooo  about  migrsM  slisdenB  as 
they  move  between  school  dtstricB  Education  agreed 
with  this  lecommandsEion  snd  has  leserved  funding  to 
support  the  sechiucal  'mrf  operational  aspects  of  an 
inteicoiineAsd  syeiem. 


Hnancial 

Management 


Wealmeases  m  EdiKstionb  finaocial  managemenc 
systems  limit  EdiuSionb  sbili^  to  build  e  high- 
peiforming  agency.  At  thia  time,  the  Department 
continueaio  (see  aenous  financial  managemem 
dtallenges  that  hmdet  its  abilriy  to  (I )  oblam  lunely  and 
complete  finanoal  mtoimation;  (2)  decrease 
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vulnccilniilf  u>  fraud,  wasia,  lod  "*^*^*ff  iiinH. 

(3)  ensure  atkquets  accoontabiljt;  totzxpayeK 

(4)  msn^e  tor  resulB:  and  (5)  hdp  decisicsiinakera 

linuly  '»»(<  infonned  judgements.  For  eKanq>le, 
begminng  wub  EducsoonB  P"*  sgem^mde  sudil  in 
1996,  sudUore  have  trpr  Mflb  idenofred  sigruficsm 
finsncisl  man^emeiU  weataieses.  Educalionb  6acsl 
year  1999  frnsocial  aatemeiit  si^u  disdased  ccmtmumg 
wealmessee  Hue  have  preveoMd  Ihs  agency  from 
recehing  a  'clesn'  audit  opuuoiL  In  addition, 
weelinessee  in  the  Giuncial  management  ayscem  afiact 
the  Departmenr^  snident  financial  aid  prograrns  by.  for 
eumple,  hindering  the  tunely  detacDon  mri  correctum 
of  emus  m  the  sndent  financial  aid  database  and  the 
prudunice)  ofrahabla  and  useful  infonnation  onandent 
financial  aid 

In  August  2000.  ve  reported  that  education  granc  funds 
were  moaasingly  Tulnerabla  to  fraud,  waste,  and 
namanagenientbecatBe  otweakneasea  m  iB  financial 
managemecU  systam — specifically,  tnadeguste  fund 
control  mecharasma,  weak  internal  controls,  and  the 
inappropriate  use  of  a  deposit  fund.  We  concluded  that 
Education  haa  planned  and  begun  implmiieiuing  many 
actions  to  resolee  Its  financial  management  we akn ease 0. 
such  aa  purchasing  a  new  general  ledger  sysism, 
acquirmg  nsw  eoftware  toola.  improving  internal 
controls,  establidnng  a  procose  to  return  excess 
funds  to  the  IVeasnry  Howavo;  it  ts  too  aorm  to 
datemuna  U  these  rueasures  will  be  effective. 
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Major  Performance  and 
Accountability  Challenges 


Ainencsts  rank  educaaoo  as  a  top  naoonal  prionly  Tbs 
Deparsnsnl  of  Edunliofi  loads  (ho  feaioral  govonunootb 
ofiorts  (9  proroots  sdticational  axooUsnco  and  to  oosura 
equal  accoas  to  adiKSDon  thropghout  ths  u&on.  ?Ath  a 
staff  of  about  4.7D0  and  a  budgst  of  about  $36  biUiiMi  per 
yoac  BdunCca)  has  some  17$  propraros  that  support 
activiiisa  for  mdividuals  firoru  infancy  Ibroughout 
adollliood.  Although  Ita  progrania  have  (ho  p^j^Tniai  to 
influence  all  studeins  in  the  Uuced  States,  as  shown  in 
figure  1,  federal  eourcas  provide  leas  than  7  percent  of 
(he  total  government  resouicee  used  natiiMinide  for 
piUic  elementafT  and  seccevdary  edocstion.  Stale  and 
local  agencies  ere  pnnianly  responsible  tor  elonenary 
sndaocondaiy  edncatioft, 


FigiM  I:  PiMte  Eianwaiirv  snaswandsfy  Esu^aden  nevsnussaySeufta.  seiMoi  iw  tees* 

1M7 
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InaddiDon,  ihrou^a  combuuBon  of  duen  loans  sid 
gusante«s  of  pnvue  wmc  lc4ns  14  aruttous  and  Khetr 
pirenls,  as  wall  aa  through  panB,  Cducao OB  provides 
biUims  of  «*>^iiana  of  fijunosl  aui  for  poKaocondar? 
adocsQon  and  itius  has  unaaassd  scccaa  lo 
posisacondary  aducsioa  for  milhona  of  studenB 


Ensure  Access  to 
Poetsecondary 
Education  While 
Redudr^  the 
Vulnerability  of 
Student  Aid 
Programs  to 
Fraud,  Waste, 
Error,  and 
Mlsman^emeni 


Through  tsdenl  graiM  and  loan  pregrama  sdmouscsred 
by  EducaCon,  onllioiis  of  snidsnts  who  might  not 
otherwise  have  had  accea  to  higher  aducsdon  have 
been  able  to  enroll  bi  poeiseccswlary  educational 
programa  of  then  choice  These  federal  programs  are 
(he  largest  source  of  student  aid  in  the  Uotsd  States, 
oirrentiy  providing  a  toBl  of  about  $53  billion  m  federal 
soident  aid  grajOB  and  loans  to  nasrly  8  1  million 
students  aivd  parents. 

These  student  aid  prog mns,  however,  cominuetobe  at 
high  nak  tor  Crsud,  waste,  enoc  md  nuamarvagement 
becana  Education  lacks  the  financial  and  management 
mformatioa  needed  to  msaage  these  programa 
effectively  aad  the  mtemsl  controla  needed  to  maintaui 
(he  integrity  of  their  cperaticete  (aae  the  disoisaon  of 
financial  man^ement,  below).  Fcr  example,  becsae 
Education  did  not  prcgierty  account  for  and  analyse 
transactions  for  its  guaranteed  student  loan  program  or 
properly  reconcile  related  accounting  and  budgetary 
sccotBiB,  EdocsOon  could  not  be  assured  that  iB 
financial  or  bodgetsry  lepcTts  were  accurate  In 
addition,  cemtinued  weaknesses  m  information  ayatams 
controls  increase  Ibe  nak  of  dieruption  m  aervicea  'mfi 
make  EducsticeiS  loan  data  vulnerable  to  onaothoreBd 
access,  msdienent  or  deliberate  nnsuee,  fraudulent  uea, 
improper  disc  1 08  ore,  or  destntfd  on.  all  of  which  could 
occur  without  detecCon.  With  tile  exception  of  &scal 
year  1897,  Bducsticm  has  not  received  an 
unquahSed-^r  'clean'— ^ipiruon  on  its  financial 
sistementsaince  MS  first  agovcywide  audit  m  1896 
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Uoreofw,  thasc  propane  opanK  uviapondontJ;  wtd* 
diftocmtnilae,  prorcaocc,  aad  data  STStans  and  un'otve 
nllioiie  of  snidente,  thorn  an  dg  of  achoola,  aad 
thousande  of  lendaie,  guaianl;  agaociea,  tfurd-part; 
semcoTB,  and  ccaWracion  Bocsusa  of  problems  niaiad 
to  those  loBg-suadinB  condioons,  in  1990  vodoaipiatod 
Educafion^  finanaal  aul  progrvna  si  tupi  nak  for  fratsl. 
waAe,  abuse,  or  nusinana|anieM  Hus  high-nafc 
deagnaOon  roniauis. 

AMtough  serious  waataiaeees  remain.  Educaoon  has 
addressed  many  of  il>e  isuee  we  diaciBeed  in  our  senes 
of  reports  oo  togh-risb  piograma.  For  exan^>le,  the 
ijiiniai  student  loan  default  rase  is  the  loweal  ever — 
&9pereenl  fee  fiscal  year  1998,  the  most  recent  year  for 
wtncti  are  available.  Una  lower  definll  race  is 
especially  mtewortliy  considenng  that  the 
amount  of  has  tripled  onri  the  number  of  loans  has 

doubledamce  1990  The  lower  detault  rata  has  been 
stcributed  to  s  robust  economy,  betcet  management  by 
Education,  tooghec  entoreenent  tools  auihorued  by  the 
Congress,  and  stepped  ip  etforB  by  coUegas,  lendeis, 
guaranty  agenoes,  arwi  olherpaniopants  in  the  federal 
loan  propam  Education  has  been  pursumg  those 

su^)eAed  of  defrauding  the  federal  goeemmenL  Pcs 
ananiple,  in  the  last  4  fiscal  yeas  (1997  through  2000) 
Bducaaonb  0(0  operted  1,030  fraud  mvestigstive  cases 
and  achieved  737  closures,  including  268  conmiions 
and  pleas  ’ 

Despite  the  reducCcai  in  dstauh  rates,  the  risk  of  default 
continues  to  place  laipayera  at  risk,  and  the  downward 
tuo)  in  default  races  may  not  contimie  if  eccmomic 
condfiions  declme  Fuitliec  the  annual  costs  of  defaults 
remam  subAsntiaL  In  fiscal  year  1989.  the  default  cost 
for  the  Federal  Family  EdiKSBon  Loan  Program 
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«nd  F«d»ral  Direct  Loan  Progrsn  (FDLP)  wt» 
about  14.3  billion:  the  defaiU  cost  once  1990  haa  been 
more  Utta  428  billioa* 

In  July  1999,  «e  reported  that  the  metbod  used  br 
Education  to  calculate  schoola'  default  ratea* 
uftdeistatasibe  default  rate,  '»"«<  we  proposed  an 
altemsne,  more  appropriate  mathod  Wesu^ested 
that  the  Congress  may  wish  tocondder  amending  the 
Higher  EducSion  Act  of  1966  to  exclude  from  die 
annual  calculation  of  school  default  rates  borrowers 
who  have  loans  m  determent  or  torLearance  by  the  end 
of  the  3^ar  cohort  de&uh  period  (a  extort  ccetsisb  of 
a  gniiq)  of  borrowera  who  be^n  repaying  their  loans 
during  a  gnten  fiscal  year)  Hirther,  weeuggsstedthat 
the  Ccetgrens  may  widi  to  raquire  that  borrowera 
excluded  from  a  ccAorta  default  rale  calculaCcei  due  to 
an  auihorued  ddenneni  or  torbearance  are  included  in 
a  future  cohort  after  they  have  resumed  mahmg 
payments  on  then  loans 

Education  hsa  improved  iB  daub  sees  contaming 
mformatiiMi  about  students  receiving  financial  aid  and 
iB  procea  for  certifying  schoola  to  psrticipaie  in  federal 
student  aid  programs.  However,  CducetuMi's  OIG  has 
recently  noted  that  the  Department^  process  for 
recem^ing  foreign  sAoo Is  is  meSerave  Also,  in  a 
separate  study  of  the  case  menagement  and  oveiaight  of 
all  participating  insCtulicets,  die  OIG  has  recently  found 
that  prefer  cmlrola  were  not  in  place  to  ensure  the 


fiwevd;  WTMUM 

Mie  iu*»il»w  tiMiv  pui  wt>»  lew  uaui  miw  iwirxil  dupsab 
Dim  leodca  «c  Icwi  iLHiiui  ter  ’SreBwstt*  c*  ^oneime,*  Sul 
» iher <M 91  thee Iom.  b riliibiiiil 
^aiettoob^ebeBrwe.ia^eborrevefi  wence  povwd  ■■ 
^bUo,  bu  thw  *  eoea  M  «  sw  ^  the of 
borfcvsfi  Hu  niwtbw  boiivBMi  ei  SAah  ■  b>*ded  Is  •  mabw 
hrfeduAVxbblfiiabwtf  bcnovwi  •towvtmafle  iiuejss 
IM  low*.  A«  ft  rwi*.  be  rm  u  «ateMs«d 
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eCf^cove  use  of  pto^raot  reviews  lliese  propaoi 
reviews  are  intended  lo  monitor  and  unprove 
insQCimonsI  pedoimafice  and  compliance  with  dtle  IV 
reguuemenls.  ^le  ootcome  of  socti  reviews  may 
deieniufie  whether  an  ediKebonalmsCtuticei  is 
recertified  to  participate  m  federal  snident  aid 
programa 


Tbe  Department  is  improving  its  procedure  for  obtaming 
and  vending  the  eligibibly  ififormation  used  to  prevent 
soident  loan  fraud.  However,  fiirther  improvemenb  to 
prevent  fraud  are  needed  As  we  reported  in  September 
2000,  the  problem  ts  that  neither  CducatioB  nor 
individual  insiicifiione  such  as  coUegee  and  unlveranies 
that  check  the  accuracy  of  student  financial  aid 
applicsions  have  access  to  dnidparty  data  aouroaa  to 
independently  vsifymoet^ipUcana'  family  mcome 
before  diabuising  loan  and  grant  payments  EducaQcsib 
OIQ,  which  traced  a  sample  of  incorae  data  from 
applications  that  instiiiitKns  had  verified,  documented 
weaknesses  in  the  venficsd  on  process  WUe 
Educaaon^renficstion  procedures — such  ss  computer 
diecia  to  identify  error^irone  ^ipbcstione — are 
reasonable  for  detecting  and  ccerecdng  mistafcea  cei 
applicsions,  they  cannot  idenQ^  students  who 
intentionally  underreport  &mily  income 

Inthal99B  amendment  to  lUle  IV  of  the  Higher 
Education  Ad,  the  Cmgreae  mstructed  Bducsion  and 
the  Intemal  Bevenoe  Service  (IBS)  to  cooperate  in 
vending  students'  tncome  to  prevent  loan  fraud 
Sidwtiuently,  m  Septonber  2000,  we  determined 
Education  could  obtain  pii^iniiiy  mformation  by 
matching  automated  computer  files  and  accessing 
online  databases  from  the  IBS.  The  two  agencies  are 
ourentiy  conducong  two  pilot  proiects  to  match 
Education  and  IBS  data.  If  the  pilots  are  successful  and 
if  [R5  grants  Education  permisaics)  to  receive  sommafy 
taipayar  oiformation  for  use  in  vending  data  provided 
onloan  applice&ons,  Edimtics)  could  lae  enhanced 
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<m  ahannf  (o  nuke  more  cunelr  indeccunie 
eligibility  desemunatioas. 

While  EdDcartonS  peifoniuiice  pi»«»p  for  fiscal  )«a 
19£9  ihroQgh  fiscal  yeai  2001  address  roost  of  the 
Degiartnunlb  hey  outcomes,  none  of  its  goals  oc 
otgeclTves  direclly  addrea  fraud,  waste, 
imsrtanagenieoiin  its  *narmai  roanagemerti  system  or 
(he  high-ndi  staas  of  us  scodera  fiaancial  aid  progiains. 
Bee SQSS  Quae  vulfierahililies  poCeiuially  pose  high  coses 
(o  the  fetteral  go^rmneat  and  Afnerica's  tazpsyais,  we 
concloded  in  a  June  2000  report  Edocatian  should 

(tevalop  peifoimsnce  goals,  obfedi^s,  androcacurio 
(hat  duectly  relate  to  the  msaageineot  and  o^raigM  of 
Us  finandsi  syaieoi  and  studs ot  loan  programs.  After  we 
iBoed  emr  report,  Edocanon  rented  Its  strategic  plan  to 
ifttlude  a  pertomunce  goal  of  unprmng  the  mlegnly  of 
die  finanoal  aid  program  For  that  goal,  (he  Depanrosnt 
has  not  developed  otgecOves  and  measufes  ahhoogh  It 
Jus  ideonfied  a  ooroberttf  strategies  that  have  the 
potential  to  address  os  cmcents,  such  as  mcieaamg 
overaight  efforts,  cononiDQg  to  wwk  on  (he  Saasilnlfry  of 
matchiog  application  and  (ax  data,  and  eduatmgthe 
faieign  school  corooiunity  about  program  requuemerus. 


KeyConOct  ConuhsUA^iby,  DirectiK 

Education.  Workforce,  and 
Income  Security  lasues 
(202)  612-7215 
aB/\liyc9gao  gov 
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Encouiiage  States 
to  Improve 
Performance 
Information  and 
Upgrade  Federal 
Evaluations  Used 
tOi\sse3aHow 
Well  All  ChUdren 
Reach  Challenglr^ 
Academic 
Standards 


EducsDon  coKinufie  to  fftce  ai$iuScin(  challenges  m 
demonstntiiig  whether  its  programs  are  meeting  then 
goals  and,  consequently,  cannot  always  provide  to  the 
Congress  and  other  decieionmakers  tlie  informatioa 
they  need  to  make  deoaions  about  how  well  these 
pre^ams  cperste  the  level  at  which  they  should  be 
funded  These  chaHengee  stem,  in  part,  from  the 
Qesbilf^  that  Biete  and  local  sgenoea  have  in 
deternunmg  how  tederal  funds  are  used  for  elementary 
and  soccmdaiy  edncsoon  and  what  mformaOon  is 
reported  In  addibcei,  states  have  standards 

and  aseesament  ayMeiits  and  test  students  at  different 
tunes  of  the  yesr  and  st  difterem  grade  levels. 
Conse«gisttJy,  it  le  difScoU  for  Education  to  collet 
comparable  infomution  about  programa  and  combine 
infonnatiiMi  from  the  states  into  a  naConsl  picture  The 
lack  of  ccsnp arable  state  data  underscores  the 
importance  of  federal  program  evaluations  to  assess 
program  ovtc  omes,  but  in  our  review  of  three  large -scale 
evaluations,  we  have  found  that  the  usefulness  of  the 
information  provided  by  these  e^ualiona  varies. 


Useful  informaticn  about  large  federal  programs,  such 
as  title  t,  is  psrti^ilafly  importaaL  However,  several 
states  have  eapenenced  diffimihy  collecting  and 
reporting  infocmalion  abcot  then  studeiila'  performance 
m  the  maruier  required  by  law.  Funded  at  17  9  billnn, 
title  ( ts  the  Depanmenth  largest  elementary  and 
secondary  program  Title  ( legialsOon  requires  states  to 
CO Qe^  aBsessment  results  separately  for  BIX  q>eo£c 
ntegones  of  children  Cby  gender  group,  raoal  end 
ethnic  grotq>.  migrent  Aams,  disebilfry  statue,  bighah 
IBoficiency  status,  and  ecmomic  status)  by  the  3000- 
2001  school  yeac  State  and  EdocsOon  officials  plan  to 
use  these  dais  so  damonatrate  the  extent  to  which  all 
diildren.  including  children  belonging  to  groi^  that  are 
at  nsh  of  educational  failure,  are  meeting  state 
standards  Althongh  some  information  on  snident 
achievement  will  soon  be  available  Crcsn  nust  ststas, 
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some  states  ha^  »i|>€neoc«d  diffioiliy  in  coOecong  «nd 
reportmg  daa  by  tl>e  bx  categories. 

Tb  help  states  improve  the  Doielineas  and  q>eo£cily  of 
their  aasessmeiB  data,  the  coUectusi  andreportmgof 
doaggregsced  dae.  and  the  clan^  of  then  aitena  tcf 
adequate  progress,  in  June  2000,  ve  recommended  that 
Education  conduct  additioiial  acfivibee  to  f>niibUa  the 
exchange  of  mformatian  and  best  pracdcee  amcsig 
states  As  a  result,  Educaoon  la  reviewing  cpdons  to 
improve  its  technical  aaastance  to  states  and  ts 
consdering  ways  to  *«*****"^  the  exchange  of  student 
ssseoment  icdormaBoa. 


Becstae  of  the  challengssingathenng  corupareble  daa 
cm  program  ouiooruas  troru  atalaa,  Cducari Ml  routinely 
funds  large-seals  program  evahiaOona.  Otvei  **»»*  both 
Education  and  Congress  depend  on  these  evaluadons 
for  infoirnaBon  about  how  programs  are  worlong  on  a 
iwiiniai  i«v«|,  it  la  incumbent  cm  the  Deparonent  to 
ensure  that  these  studies  are  wed  designed  and  produce 
useful  inform  adon.  Our  reviews  of  several  of  diaae 
evaluaooQS  ushcated  that  the  usefulness  of  their  reaulB 
depended  on  how  well  they  were  designed. 


For  example,  in  Septernber  2000,  we  reported  tittt 
Education^  evahialitm  of  ib  Upward  Botaid  program 
provided  reliable  and  valid  informaOon  that  deepened 
the  Departmenta  undetstandmg  of  how  the  program 
waawortang  Una  evahisticm  incorporated  sound  design 
strategies,  SDch  as  the  use  ote  control  grot^  tornahe 
cotnpannxs  between  parncipanng  studenB  and 
noiqiarticiparing  students,  as  weD  as  random  selection, 
so  that  the  effeAs  of  the  program  could  be  daterrruned. 
We  also  reported  that  the  results  of  this  eviluaBo  n  could 
be  used  to  mals  deaaions  about  who  is  targeted  tor 
program  and  the  length  of  their  partidpation. 
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InA(l<UK«t.  attM  reqoeetofihe  CMtptts,  we  examined 
TWO  snKbes  (hai  gahered  iftfonnadoo  on  oile  ( etude  ma 
Tbe  fijsi,  PTOfi|>ecia'  TheConpeasionall?  Maadated 
Study  of  EdiKa&onal  Growth  '»»(<  Opportunity  waa 
conducted  to  help  Ccetgress  with  the  1994 
reauihoriistion  of  title  I.  which  waa  completed  in  1997. 
Tbe  secood,  the  Lragitudinal  Evaluation  of 

School  Change  aiMlPeffonnance  (LESCP),  ia  oiuienIJy 
being  condianed  to  help  with  the  impeixling 
re  authorialicek 

Aa  we  reported  in  AuguR  2000,  Prcapeca  had  a  rigorous 
and  comprehenerue  design  and  collected  mformaticst 
that  aOowed  deciaicstmakere  to  draw  conclusioiia  about 
the  luvntfnMt  ^oamphaBigoH  iSta* 

limiBtiofis  of  the  design  of  the  LESCP 
study — particularly  the  studyb  small,  aonrepreaentaove 
aanqile— wiD  rastnA  denaronmakera'  abilr^  to  draw 
strong  conclusions  from  na  data  We  further  eaplaiaad 
how  the  lack  of  ^^emenl  about  I£SCPh  purpcae 
seated  urtrlear  apeciations  for  the  study  ai^  will 
make  it  difficult  to  prediCT  the  degree  to  which  the  final 
report  will  be  useful  m  asesoag  otle  I,  education 
reform,  or  tnetructioaal  piactices.  We  conctoded  thac 
agreement  oa  the  purpose  of  the  study  is  needed  before 
rcsearcheis  can  develop  an  ade«|uace  study  design  ihsc 
wiD  allow  effiaent  data  coUecDoa,  appropnale  enabues. 
and  generaliable  resuRa 

In  June  2000,  we  recoounended  that  Bducetaoa 
implement  ^diDooal  ecdoos  to  improve  research  on  the 
wCectivoies  of  specific  services  la  title  I  echoohnde 
and  orgeted  assistance  programa — two  ifiCerent 
approaches  to  serving  childrea  in  Bchoola  eligible  for 
title  I  We  said  that  such  ac dens  could  include  eapandmg 
and  in^iroiing  current  data  coll ecQon  efforta  or 
deagning  aa  evaluation  for  i  study  or  set  of  studies  of 
educational  services.  Educaden  agroedwiththia 
recommendation  and  stated  that  it  wUlmroate  these 
activities  in  derelc^nag  ib  next  title  ( evatuadcnplaii 
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b\  •notJia  «unpl«.  Cductfion  has  oo  data  on  dis 
outcomes  at  Is  migrant  odocsOon  program,  wtnA 
serves  children  who  are  extremsl;  vulnerable  An 
edocsOonal  failure.  In  1906,  the  migrant  program 
pKTVKMdireaservtcesio  mate  than  600,000  snidenS. 
b\  our  October  1990  review  of  migrant  edocaOon 
programs,  we  recommended  that  EducaSionisclutk 
studies  so  oteasure  outcomes  of  its  migrant  education 
program  as  part  of  ongoing  nanonal  data  coUectioa  We 
actmowledgsd  dte  cost  of  studies  mctode 

ntifwaiiy  representszve  samples  o(  migrant  srodois 
m^s  be  prohibitive  »flgT|»iBinpftr»» 

Cductton  that  the  majonly  of  ougraotstudenB  are 
located  la  a  smaQ  numba  0  f  stSas  where  they  reside  for 
considerable  peri  cals  of  time  We  recommended  ths 
BducsOon's  future  data  codeAioo  activitiee  mclode  a 
speoal  sample  of  mgranlchOdien  in  tbase  states. 
Education  agreed  mth  our  recommendation  and  la 
exploring  ssate^es  to  aseasa  epedal  sample  of 
ougram  children  aa  part  of  the  200Z  Naional 
fl*  'll'  \  'll  III  I  nt  ff  RHnj-aavwal  Prr[^fT 


■  I  . I  III 

tfpy  Contan  Uamis  S  Sbaol,  Dirsnoc 

Education.  9A?rkforce,  and 
Incania  Secunl;  last^ 
(aOZ)  612-7216 
ahaubir9/ao  gov* 


Promote 
Coordination  to 
Help  Build  a  Solid 
Foundation  of 
LeoiningforiUl 
Children 


Education  la  the  lead  federal  agency  oo  education  but  is 
only  one  of  many  fatfanl,  state,  end  local  egenmee 
supporting  education.  Tb  improve  the  semcesduldreo 
receive  and  reduce  dis  chance  that  children  face  gaps  In 
service,  Education  needs  so  promote  coordinsQon 
among  federal  agencies  '»"«<  wrih  states  and  local 
ageooes.  Una  is  e^edaHy  importaa  when  other 
federal  agencies  fund  moet  of  the  services.  For  enmple, 
HHS  funds  almost  90  percot  of  the  federal  isveeoneot 
in  esdy  sducatian  andcere  Coordinalion  with  states 
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wd  locil  eoBfiee  0  abo  crUcil  tecaue  e«tucMK«t  e 
piunanly  a  stale  md  local  reeponsibihty  EdocsOonhas 
ifnpnrvediB  intaragenc;  coorduudoii;  howsver,  in 
several  receoc  studies,  ve  idenOSed  early  education  and 
migrant  educatiiMi  as  two  areas  where  Educa&on  could 
improve  coonlinatioa  to  better  serve  dnldreik 

EducsBonb  abiliry  to  play  a  leederahip  role  in 
coordmafing  earty  childhood  ediKe&on  ta  complicated 
becese  most  ol  (he  resources  that  Buppost  these 
pro^ama  come  froro  other  ageiKwa  Akhou^ 
EducBion  admcuslers  most  of  the  2S^  federal  proparus 
thal  are  audtorued  to  prmide  earty  edtuelion  and  care 
as  their  prunaiy  purpose,  UH5  administeisinost  of  the 
funding  OftheH  billion  that  the  federal  govemment 
invssb  in  early  childhhood  edocsticst  and  care,  S8 
bUlioa  IS  allocated  to  HHS 10  support  three  of  iB 
peopams — Uead  Start,  Clnld  Care  and  DevelopiineiE 
Fund  (CCDF),  Bid  Temporary  Assistance  for  Needy 
Famliee  (TANF)  block  panB 

Education  haa  highlighted  early  ctuldhood  programa  aa 
a  major  area  of  departmental  ccsiceni  becsBe  early 
kanung  cpportunrties  for  children  have  consequences 
for  Icsig^enn  success  research  on  eady  brem 
development  reveak  that  if  some  learning  experiences 
are  not  unroduced  to  children  at  an  early  age.  the 
duldran  will  find  learrung  more  difficult  later:  children 
who  enter  sAool  ready  to  learn  are  more  blely  to 
achieve  high  standards  than  children  who  are 
madequaiely  prepared  end  high-quality  preschool  and 
dald  care  are  bttegrel  in  preparing  children  adequately 
fotachooL 

In  March  1999,  we  pointad  out  that  althoQgai  EducaBcei 
aaid  it  planned  to  coordmate  with  other  agencies, 
particularly  HRS,  It  did  not  describe  in  detail  how  it 
would  do  so  In  njpoaao  to  our  work  in  the  area. 
Education  end  HRS  officials  have  collaborated  to 
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dfwiof)  ahired  outcome  OKbcauirs  (04 ,  children  will 
lean  landerfanenraady  to  leiintoraaij)and  moaauroa 
(04 ,  idenli^mg  every  lenet  of  the  alphabet)  foe 
pmschocJ-^ed  childfen  served  by  tide  I  and  Head  Sart, 
but  it  is  Qm  soon  to  (eO  if  these  efforts  are  suffioent  to 
improve  services  for  duldrEik 


Miprant  educed  on  IS  another  ares  where  BdacsQon  can 
promote  coordusCon  to  improve  services  for  children. 
In  1999.  Bducstian  became  involved  in  an  intera|ency 
^oup  compnaed  of  the  federal  direccois  of  pro  grama 
that  worii  with  migrant  educataon,  health,  and  labor 
laoes  Hua  group  waa  tUmed  to  mcrease  coordination 
and  collaboration  among  programs  serving  migrant 
duldiei  and  their  famibea  Although  this  intarsgancy 
effort  holds  pronuse  and  includes  both  EIHS  '»»(<  the 
Depanmant  of  I^bcr,  coordination  challeogasremauL 

Our  October  1999  report  on  education  programs  tor 
migrant  children  illustraced  how  differences  m 
EducaPonh  and  HBS'  eligibibly  reijDiiemenb  for 
programs  targelmg  migrant  childrea  create  sertice  gepe. 
impede  semce  coordmadiMi.  and  complicate  tranaiOons 
between  pro grame  We  recommended  that  HUS 
harmoniie  its  Migrant  Head  Start  eligibility 
reguuemenla  with  those  of  the  Migrant  Cducedon 
Program 

Because  states  and  local  govemmoits  bear  major 
respcnaibihtiea  and  provide  most  of  the  educational 
fimding  for  these  students,  ID  October  1999,  we 
recommended  that  E due sQon  work  with  ststes  to  help 
them  develop  a  nmonwide  system  u>  permit  the 
exchange  of  rnnrntinl  data  about  migrant  children  as 
they  move  Creen  school  to  schooL  Sudis  aystem  would 
reduce  the  risks  of  migrant  children  recervmg  urmeeded 
dopbesOve  immuraaflions  to  meet  school  entrance 
requirements  and  experienong  dtsTupfiona  m  needed 
services  Cduceoon  agreed  with  this  recommendaoon 
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dod  has  ivsvj  ml  fmdmi  (o  wppw  techfocal  4nd 
<q»ntlonal  aspects  of  aatmrconMcM  e^taut 


Koy  ContAn  ktaroie  S  9uiil»  DirMor 

Educatiorv  ^rtforce^  and 
Income  SeooiO  lasues 
(202)  6L2-7215 
ahauh^/ao  fcv^ 


Improve  Financial 
Man^menlto 
Help  Build  a  High- 
Performing 
Agency 


Weaknesee  lo  EdimSion's  finaacial  fn£oagEinent  and 
utfonnatioa  ajatanis  hoW  the  Depaniaeot's  abOM;  to 
achieve  one  of  its  fae;  goals — onpravtngfinaoaal 
manageoieiS  to  haJpbuild  ahigh-peiAuTBiiig  agen^ 
Beginning  with  the  DepartjneoE'a  fiist  agen^wide  audit 
in  1996,  Bdocaioo's  aiubtore  have  ce|>eatacilyideniiSed 
algnificanl  6iuncialnuiiageinent  weaioieaes. 
Bducffion's  fiscal  Tear  1999  finandal  statement  audit 
contmuing  weeloiassea  that  hove  girevented 
the  agency  from  receoing  a  ‘clean*  radnopinioa  He 
range  of  EducaOcmb  intamal  contiol  weatocasca 
hampers  Os  ahdKy  to  generate  tvbable.  eefiil. 
timely  mformaOon  on  an  basis  co  eostire 

accoimbibiy  to  tsapayes  Alihoogh  Bducsnoo  has 
planned  and  be gm  lo^lememinginany  aAcnaio 
resolve  iB  finsndal  nunagement  weslmesaes,  it  is  too 
aocnso  deieonine  iftbeae  will  prove  effeAive  or  if  the 
D^iarsnenl  will  continue  to  Bceaedousfinaocial 
mansgeoieia  challenges 


^■ecifiaOy,  auditors  reported  material  inleaial  CMUml 
wealineases  celatingto  (1)  the  malnlily  to  prepare 
routine  financial  reporB,  (2)  the  lack  cd  proper  or  tarsely 
reconciliatian  FM.«<inhi,  (3)  &iliireto 

reCum  about  C2  7  bilbon  mnel  conections  from  FFELP 
to  the  IVeMory  m  accordsice  wab  the  Federal  Credit 
Refom  Act  (FCRA)  of  1990,  (4)  volaerahilrties  m 
mformatioa  sjwteroa  ihatootUd  reenlt  in  aucthornad 
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acccasto  WMiBveialtJTniaco  a»d  disrupocvt  in 
sejncea,  ind  (5)  tl>e  inaf^ircfinale  fn£Jinei  in  wUch  the 
egemi^  used  &  deposit  food  establisliBd  to  reium  fiuxlfi 
to  peal  fBdpients. 

Per  fiscal  year  1999,  as  in  pner  yean.  Bdocation  did  not 
tuK  adequate  intanal  comrola  over  ia  fijiancial 
reportmg  process.  Educaoon'a  financial  lepcrtinf 
wealmeaes  can  be  attnbotedpnmanly  to  severs! 
limiBliofis  of  a  net*  accoummi  system  Education 
imp leroented  duanf  fiscal  year  1999  A  aipDificant 
limiBlion  of  ttos  new  accoonlini  system  wasitsfeneral 
led|er  system,  which  was  unable  to  petfuiiii  an 
aucorosled  yearend  closing  procasa  and  dirsetJ; 
predoce  cousobdated  finanaalststeroents.  Because  of 
these  system  wealoiaaea,  BdiKsdon  had  to  rsaort  to  a 
laboointenafee  and  tiine<0Qsufiun|  process  invotvin| 
automated  and  manoal  prooedurea  to  prepare  iB  fiscal 
year  1999  finandal  statements. 

AddidoBally,  dunng  fiscal  year  1999,  Education  did  not 
peifom  an  adequate  or  timely  rscwidbaticm  of  the 
differeoces  berweeti  iB  finandal  accounong  records  and 
nah  transactions  reported  by  Ikeasury  IVeasury  policy 
requires  agencies  to  rscMicile  dteir  accounting  records 
with  relevant  l^easury  records,  smiilai  to  the  way  in 
wtneh  individuals  reconole  then  checldioots  to 
monthly  bank  aiatemeiiB  For  fiscal  year  1999,  diefa 
was  a  9244  inillics)  difiersnce  between  Treasuiyb  aad 
Educa&onb  records;  Bduesdon  adjisted  iB  'Fund 
Balance  with  Treasury*  account  without  determining  the 
nusea  of  the  difiefencee  Wealmeaes  in  EducaOona 
intemal  controls  mnr  the  reconolia&on  process 
prevented  timety  dstecticm  and  correction  of  eiTora  in 
iB  underlying  accotmtmg  records  Without  reliable 
timely  m  la  accountiiig  records,  the  nak  of  fiaud, 
waste,  Bid  miainanagenisii  of  funds  is  mere aaod 
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BecsiB«  U  <bd  ikm  pfDC»«fly  account  foe  and  adiItw  ms 
FFEIS  oaaaaCTtona  oc  prot>ady  racondk  ralawd 
sc CGSBtini  and  budgetary  accounts  coumsient  wtth 
PCRA.  Educalum  could  noC  be  aaured  Qaal  its  financial 
or  bud getacy  reports  vere  acemte  These  problems 
dimirusli  the  pc  teuEial  thal  these  reports  will  he  ^  the 
Congress  and  others  undeistaod  howEducaOcei  ^)ent 
program  tunds.  For  example,  dunag  fiscal  year  1999. 
Education  did  not  transfer  about  92  7  billion  in 
unobligated  balances  in  iB  liquidating  account  tor 
FFSJ  loans  to  the  TVessuryb  general  fund  as  required 
by  PCRA.  Furtber,  Education  did  not  ssSoently  aoalyae 
the  Hol^TW^  fvn  «iiMUinft1  aumiLa^m  »/< 

ensure  that  the  FFELF  balances  agreed  with  relevanl 
balances  in  the  Deparnnent 6  budgatafyaccennB  Fbr 
the  liqurdating  account,  Hie  auditors  idenofied  an 
unexplained  difieretice  of  about  9700  million  berwaen 
the  FTELPand  budgetary  accounts  as  of  September  30. 
1999. 


Further,  Bducadon'a  audUors  reported  that  the 
DepirOnent  had  deficieiKoes  m  iB  informaaon  aystams 
controls.  These  controls  included  (1)  implementing  user 
management  consob,  such  as  procedures  tor 
requesCng,  authorizing,  and  revalidsdrig  access  to 
computing  resources;  (Z)  monnonng  and  reviewing 
acceusio  soueiBve  compuiei  resources,  (3) 
dmmeming  ^)prosch  and  methodology  for  the  design 
and  maintananceafris  mformaticn  technology 
architectura:  and  (4)  developing  and  tasDng  a 
comprehensive  disaster  recotury  pi'm  to  ensure  (ha 
conQjoiity  of  CTitical  system  ope rea OHS  in  the  event  of 
dpaw°f  Continued  we iloieaees  in  infoemationsyBtems 
controls  increase  the  nafc  of  diBrupiion  m  services  '»">< 
make  BducsQona  seneitive  grant  and  loan  dsB 
vulnerable  to  unauthorized  acesas,  inadvertent  or 
debberete  misuse,  fraudulent  use,  improper  dbcloscre, 
cr  destruction,  all  o(  which  could  ocoir  without 
detecCoik 
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E4uctton  did  &oi  p«rfom  rooDii€  reconolisiona 
of  it£  pani  paTTieiMs  syBiein  with  il>e  geoeral  ledgec 
AMiough  M  nrpruperpuyiimiiia  were  idanli£ed.  the 
sudilofs  noted  (h£l  reconciliations  were  not  routinely 
peifonned  because  Education  *»»><  not  developed 
sdegnste  policies  and  procedures  foe  so.  As  a 
result,  we  reported  in  August  2000  that  there  was 
increased  nsk  that  matansl  etrora  or  lire  gulsnCes  could 
occur  and  would  not  be  detected  in  a  timely  manoer.  In 
addmesv  Educabcsihaa  notmauiBjnedadequaM 
records  in  cases  where  grant  funds  are  returned  u>  the 
DeparunenL  Grant  renpiantswis)  meet  certain 
threaliolds*  are  audited  to  test  their  compliance  wiib 
^ant  re«|uireniants.  If  audits  identify  certain  types  of 
non  compliance,  recipiens  must  repay  Education  the 
amount  related  to  the  noncomptiance,  that  it,  they  tiave 
to  gn^  the  grant  funife  back  to  Bducadoa  These  funds — 
from  aO  grenta— ere  putm  one  account,  called  the 
^antback  account '  We  found  that  EdiKa&on  was  not 
managing  the  grantback  account  prcperly.  For  example, 
we  found  That  beginning  m  1993,  Education 
inappropriately  ned  the  grantback  account  aa  a 
suspense  account  to  hold  hundreds  of  nulbans  of  doUaia 
worth  of  DaossAiona.  Because  EdiuaBondid  not 
mauualn  adequate  detailed  reconta  for  certain 
grantback  actnr^,  BdiKadiMi  could  not  readily  idend^ 
the  grants  from  which  the  vanous  grantback 

transactions  came  Such  documema&onia  needed  as  a 
part  of  a  funita  ccrntrol  ^atem  to  ensure  compliance 
wid)  the  Anti*Dafinen9  Act,  wtudi  requires  agenoes  to 
prevent  possible  overobligadon  or  overexpandhures 
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coiulfiioos  oraac 

BducaCon  hu  lafcnvsrious  corrMive  ictions  in 
reeponee  to  the  materul  financial  manajerneot 
weafaiesesidealified  in  na  fiscal  yea  19£9finaocial 
sialeiDeni  audiL  Ksyconectne  aOionsmcluda 
pnrcbasiDi  anew  geoeial  ledger  system,  amfuiiiug  a 
software  tool  to  help  automate  Qie  reccnoliafion 
process,  improving  controls  over  access  to  compDlBr 
resoorces,  andesUbbatung  aprocea  to  returo  cen&Is 
ercea  FFELP  fiinda  to  Tieasuiy  Wlule  Educalioii 
actively  has  talsn  steps  to  reduce  is  fionidal 
manageoieol  problems,  n  la  too  early  to  tell  whether  Che 
Department  wiH  be  soccessfoL  It  is  qnical  that 
Education  resolve  these  challenges  to  generate  rahahle, 
useful,  andame^  oiformaaoBon  an  ongoujg  basis  to 

mfniTT  TsiniiatT  irttiinTiInliiy  tn  tinTiT^^^.  Tnirrsfr  f~r 

reeuha,  and  be^i  congressional  and  program 
<y  CBimnaliefa  raake  tunely,  weO*mtormed  dsciaioas. 
PurtherroMe,  it  is  also  that  Bducatian 

recQgruae  the  importance  of  a  coniifiuing  strong 
commurasiM  to  aitsin  s  'clean'  <b  mwiualified  audit 
cpunon  on  ns  financial  state meota  Acquiring  an 
imquahfiadaudn  cpiDioo  is  che  first  step  in  achieving 
sound  fioaonal  managemsnt 


Key  Contacts 


lands  U  CaDMsn.  Director 
Finandal  Uanagement  and  AasoranceGroiqi 
(202)  612-9341 
calhooU  i?gso,gor 


Cornelia  K  AAby,  Director 
Bducadon,  VA?rkforce,  and 


Income  Security  Issues 
(202)  612-7816 
aahi^c9gao4ov 
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Related  GAO  Products 


Fll^anciill  Bducattcn  Zh(SE«e  <l/7snfMDenB  Useful 

Aupos?  01  Sruden(i«ao3(BisM(GAO/UEH&0<V  170, 
Sept  26, 2000). 

BeneSt  end  Loao  Pro^ants  br^eoved  Deie  SAann^ 
C«ujtf  Qihance  ftogreni  iidegrity  (GAO/HEHS-00-119, 
Sept  13,2000). 

Sudeotloane;  D^suA  Rates  Heed  to  Be  Ccmpided 
Mots  AppiopitMely  (OACVHEHS-80-136,  iUy  28, 1990). 

Departaent  of  Education:  Resolving  Dacriminaiion 
Con^iamaHaa  Improved  IWth  SewProc^semg  ^stea 
(OACVUEHS40471t,  Mac  23, 1999). 

Direct  Sadsit  Loans  Ov^payutet^  During  Ots 
DepartaeiU  of  Education 's  Ccetvetmon  to  e  New 

(UA&HEHS4044R.  Feb.  17, 1999). 


Student  losis'  Improt'eaenB  in  tfieiliren  Loan 
CcneofideQon  ftweas  (QAO/UEHS99-10fi, 

Nov.  10, 1998) 


Improvli^ 

Children's 

Education 


Program  Eeabieiion  Stupes  HMped  A^enciee  Ueasure 
orB^Mn  Ptograa  P9t±emence  ((1AO/GGIM)0>204, 
Sept  20.1999). 

EducMion  for  Dtsadyantaged  Children:  Beaearvh 
Purpose  and  Deagn  Feafurse Affect  Conclusiona Drawn 
Ftcsn  Key  Studio  (GAO.llEHS-00-168,  Au|  31, 2000). 

Thie  /  Ao^ani'  5bdi]^  AccouniaOiI/O'Abetfed  for 
Pertomence  of  Eesadvanteged  Studena 
(OACvUEElS4)aS9,  June  1, 3900). 
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ktfnnt  Ouimti  Eduemaan  md  HHS  to  bnf^uve 
ttteEzctartg^ofParttdpartlnformstion 
(OACVUEUS4)(K  OcL  16, 1999) 

Ed’ftex  Prognm:  Irta^ase  in  FJexibilj^  l^fuJ  but 
Untiled  by  Scope  of  WkfneAatitoriy 
(QA(yrUEMS9947,  r«b  26,1999). 


Inier^ency 

Coordination 


Eerty  BduceOon  and  Care'  Oyertap  IndicMes  Need  to 
Aeces  CrosacutOng  Pr^rants  (GAO/UEBS-OO-TB, 

Jipi  28,2000). 

EducaOon  aid  Care'  Eaiiy  Childhood Prvgmns  and 
Semcte  forLow-iitevne  Fmnibea  (UACwHEMS-00-1 1, 
Ngv.  26, 2999). 

AAjnoi  Oii/drai'  EducaQon  and  UHS  Need  to  Impruve 
the  Eieltarge  of  PaftKipartInfonDaeon 
(OACVUEE&004,  OcL  16, 1999) 

Preachooi  Edacadon  Fbderal  Inveaonerd  Sot  l^w~ 
btcotae  CTii/droi  SigiuEcant  6u<  Bttecbvertes  Vnelear 
(OACVTtiEUS0O83,  >9:.  11, 2000) 

RestdaAo:  Vaig  Agency  Performance  Piana  to 
Ovcraee  Earty  Ctuk^food  Pro^ama 
(OAI>T-HEHS99^  Ma  26, 1999). 
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Financial  Managemertt  Review  cdBdacadon  'a 
GrardtackAccoimt((lACti/Jb(DJ10^,Aag.  23, 2000). 

fitfucMKKi^  FY  IFPPPerfyrmance  Report  and  FY2001 
Pertormarvie  Plan  (QALAHEHSOO-123R,  June  30,  2000) 

/Inoiciaj  bSanagemeatt  Educadoa  'a  Flnandal 
UMagemertt  Problem  Permt  (GAOTAlilD-OO-lSO, 
Ma7  24,2000) 


6A041«a45  BtoaBo  CkalU«M 


&eUt«4  CAO  Prvdara 


EducMtctt  DacKOctiafy  GmU3:  Avmto  Ptocob  CcuU 
BsteA  From  AdOitioDAl  Itnpnvpnieie  (GAO/HEH&OO- 
66,  Mtf  30,2000) 

Aruncia?  MMageatent  Education  Fbc^s  ChalJengea  m 
Aclueving  Financial UmagesTmit  ReFbrm  (QACvT^fUHD- 
00-106,  Mai  1, 2000). 
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MMafiemetu  CJuihufies  an^  Pmgrapi  Rtaka:  A 
GovemasiFwtdePerspective  (OAO^  1*241) 

Usjor Management  ChaiJsxges  and  Prvgraa  Riafcs.' 
Departaetit  ofA^ricuSim  (GAO-01-242) 

Hs^iianageatent  ChalJaxgea  and  Prvgfaro  fUaka: 
Depaitmeni «/  C<i(nm«K«  (aA04)l*243) 

MsjorUanageatent  ChaiJsxges  and  Prvgran  Riafcs.' 
DepartaaU  cflM^iae  (OAQ-01-244) 

ib^kianageatent  ChalJaxgea  and  Prvgfan  Riafcs.' 
DepaitmaU  ofEducaOeai  (ClAO-01-245) 

ibjorUanagement  ChaiJaxges  and  Prvgraa  Rafcs.' 
ZVpfirtZD0i(  (aAO-01*24d) 

ib^iianageateiU  ChalJaxgea  and  Prvgraa  fUaka' 
DepartaaU  ot HeaMt  and  Huatan  Servicea 
(OACM31-247) 

3bjor3ianagement  ChaiJsxges  and  Prvgraa  Riafca.' 
DepartateiU  cfHouamg  and  lAtan  Deveiopaeitt 
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kb^kianageatent  CkaUsigea  and  Prvgraa  Riafca.' 
ZlapArtrnMU  «/ tfi«  £ntenor(OA04)l*249) 

ibjoribnageatent  ChaiJaxgea  and  Prvgraa  Riafca.' 
Departaait  <^Juattce  (UAD4>1*2&0) 

kbjof  kbnageateiU  ChaiJaxgea  and  Prvgraa  fUaka: 
DepartaaU  o/La&ar(OACM)l*2Sl) 

Vana^mcnt  CttaUsiges  and  Prvgraa  Riafca.' 
^)«f>artZD0tf  o/as»  (aAO-01-262) 
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^f^DCSAACt  iftd  ACCOUtoWlT7 


iUuMgeoieft  Challenges  and  Pngnat  AsJb' 
DepaitmesU  ofT^vtspoaaOat  (GA04 1*263) 

MsjorMAMgemefSChBUaxgesaDdProgmjt  fUsks' 
Departaetit  cfthe  1>«asu7(GAO-01*2&4) 

HsJoriiAnageateftChBUaxgesaDdPrvgmjt  fbska' 
Depsrtmetu  «/  >«(«fan«  AAav  (OACM)l*266) 

UsjorUAMgeateftChBUengesandPrognnt  fUsks' 
AgsicyforbUemaiiaai  Dev^opamt  (UA&-01.266} 

Us^ibnBgeateftChBUaxgesaDdPrcgmjt  fUsks' 
SivirauTiestCaiPwteaiorf  AgOK/  ((1^CM?1.267) 

MsjorUAMgemefSChBUaxgesandProgmjt  RMa' 
Ssaon^J  AetMMtacs  and  Spac*  AdmunsoMfon 
(OACWl-26a) 

Hs^iianageatefdChaUaxgeaaDdPrvgrant  fdaks' 
SuclaarHaguiatot^  GMisniason  <OACM}I*269) 

UsjorUanagemefd  Challenges  and Prograut  fdaks' 
Small  Baaineaa  Admnusmon  (GAO4)l*360) 

Hsjot  Hanageatefd  ChalJaxgea  aadPrcgraut  fdaks' 
Social  Secantj  Adminstradcm  (GA&-01-261) 


JC^br  Managemert  Challengea  andProgram  Rialo' 

as  pc«ar  ssTjcf  (QAO-oi-aes) 


HighSakSsj^An  l^»(bte(C2AO-01*263) 
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